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COMMISSIONER OF INSURANCE

Chapter Ins 50

Ins 50.02

ANNUAL AUDITED FINANCIAL REPORTS, ANNUAL FINANCIAL
STATEMENTS AND EXAMINATIONS

Subchapterl — Annual Audited Financial Reports Subchapter Il — Examinations
Ins 50.01  Definitions. Ins 50.50  Examinations.
Ins 50.02  Applicability. Ins 50.55  Examination of foreign and alien insurers.
Ins 50.03  Filing by exempt foreign and alien insurers. Subchapter IV — Actuarial Opinion
Ins 50.04  Authority to obtain information or examine not restricted. Ins 50.60  Definitions.
Ins 50.05  Filing and extensions for filing of annual audited financial reports. |ns50.65 Actuarial opinion required.
Ins 50.06  Contents of annual audited financial report. Ins 50.67 Reserves.
Ins 50.07  Designation of independent certified public accountant. Ins 50.68  Reliance on actuary opinion.
Ins 50.08  Qualifications of independent certified public accountants. . o i
Ins 50.09 Consolidated or combined audits. Subchapter V — Actuarial Opinion and Memorandum Regulation
Ins 50.10  Scopeof examination and report of independent certified publicins 50.70  Purpose.
accountant. ns 50.71  Authority.
Ins50.11 Notification of adverse financial condition. :ns gg;g gC?P?t:
Ins 50.12  Report of significant deficiencies in internal controls. |2§ 50'75 Ggr;rgr:icl)r:: Lirements
Ins 50.13  Accountants letter of qualifications. ) p quir :
Ins 50.15  Availability and maintenance of @Rvork papers Ins 50.76  Required opinions. . . :
’ - ) Ins 50.77  Statemenbf actuarial opinion nahcluding an asset adequacy araly
Ins 50.16  Exemptions. sis.
Ins 50.17  Canadian and British companies. Ins50.78  Statement of actuarial opinion based on an asset adequacy analysis.
Subchapter Il — Annual Financial Statements Ins 50.79  Descriptionof the actuarial memorandum including an asset adequacy
Ins 50.20  Insurers to file annual financial statements. analysis. ) .
Ins 50.25  Insurersto file with the national association of insurance commissionS 90-80  Additional considerations for analysis.
ers. Subchapter VI — Risk Retention and Puchasing Groups
Ins50.30  Actuarial opinion required. Ins 50.85  Risk retention groups and risk purchasing groups.

Note: Chapter Ins 50 was created as an geresy rule dective March 12, 1993.  tion, audit guideswork programs, ana|y3es, memoranda, letters
of confirmation and representation, abstracts of company-docu
mentsand schedulesr commentaries prepared or obtained by the
independentertified public accountant in the courseegmina
Ins 50.01 Definitions. In this chapter: tion of the financial statements of an insurer or which support the
(1) “Alien insurer” has theneaning provided under s. 600.030pinionof the independent certified public accountant regarding
(2), Stats. the financial statements.

(2) “Audited financial report” means Bnancial report pre o Y5 64 Geg oy 7 Siats Rocistiums 2001, Mg, b Con I (4) made
paredand conforming to s. Ins 50.06.

(3) “Executiveofficer” means any individual chged with the Ins 50.02 Applicability. Unless otherwise ordered by the
activemanagement and control in arecutive capacity of a per commissionerthis subchapter applies to all insurers except:
son,whether incorporated emincorporated and includes, butis (1) An insurer is not subject to this subchagtera calendar
notlimited to, a chaiof the board, president, vice president,-tregyearin which the insurer has:
surer,secretarycontroller and any individuals performing simi  (a) Direct premiums written in thistate of less than $100,000
lar functions. andless than 1,000 policyholders or certificate holders of directly

(4) “Foreign insurer” has the meaning provided under written policies in the state at the end of the calendar year; and
600.03(20), Stats. (b) Assumed premiums nationwide of less than $1,000,000

(5) “Independent certified public accountant” means: underreinsurance contracts or treaties and direct premiuitis

(@) An independent certified public accountantjratepen  tennationwide of less than $1,000,000.
dentaccounting firm, in good standing with the American insti  (2) A foreign or alien insurer is exempt from ttibapter
tute of certified public accountants and in all states in which thexceptfor s. Ins 50.03 if:
accountanbr firm is licensed, or required to be licensed, toprac (a) It complies with another statetequirement to submit
tice; or auditedfinancial reports and the other statequirement ifound

(b) For Canadian and British compania<;anadian chartered by the commissionein writing, tobe substantially similar to the
or British chartered accountant. requirement®f this chapter; and

(6) “Insurer” means arninsurer licensed under s. 185.981, (b) It files audited financial reports with that statebmmis
Stats.,or ch. 61, 612, 613, 614 or 618, Stats., and the state ligoner of insurance or equivalent agency
fund. (3) An insurer licensed under ch. 612, Stats., if itheurer

(7) “Policyholdersurplus” means capital and surplus. meetsall of the following requirements:

(8) “State of domicile” means the state where an insurer is (@) Has direct total writtepremium for the calendar year
domiciledor, for an alien insureits port of entry state. including premiums on nonproperty coverage, of less than

(9) “Work papers” means records kept by the independent c&p00,000; ) ) )
tified public accountant of the procedures followed, the tests per (b) Has a net of reinsurance premium to policyhotigplus
formed, the information obtained, and the conclusions reaché&fio of less than 3 to 1 as of the December 31 of the year for which
pertinent to the independent certified public accounwntanaudited financial report is otherwise required.
examinationof the financial statements of an insur8Nork (c) Is not authorized under its articles of incorporation to do
papers”include, but are ndimited to, audit planning documenta businessn more than 8 counties.
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Ins 50.02 WISCONSINADMINISTRATIVE CODE 342

(d) Does not engage in the writing of nonproperty coveragenualstatements filed with the commissionas provided under
unlessthe nonproperty coverage is 90% reinsured. s.Ins 7.02.

History: Cr. Register July, 1993, No. 451, &f8-1-93; am. (1) (b), Register A
December1995, No. 480, &f1-1-96; am. (3) (intro.) and (a) to (d) ané®) (e) and (2) Include all of the following:

(), RegisterJune, 2001, No. 546,fel-1-02. (a) Thereport of the independent certified public accountant.
(b) A balance sheet reporting admitted assets, liabilities; capi

Ins 50.03 Filing by exempt foreign and alien insur - o, 54 surplus.

ers. A foreign or alieninsurer which is exempt from this sub

chapterunder s. Ins 50.02 (2) shall: (c) A statement of operations.
(1) File a copy of the audited financial report, reporsagnif- (d) A statement of cash flows.
icantdeficiencies in internatontrols, and the accountamtétter (e) A statement of changes in capital and surplus.

of qualifications which are filediith the other state with the cem () Notes to financial statements. These notes shall be those
missionemot later than the filing dates specified in ss. Ins 50.0gsquiredby the appropriate national association of insurance com
50.12and 50.13, respectivelfanadian insurers which are nofmjssioners’annualstatement instructions and accounting prac
subjectto this subchapter under s. Ins 50.02 (2) shall submit o fiigesand procedures manual. The notes shall include a recencilia
commissioneraccountants’ reports as filesith the Canadian tjon of differences, if anybetween the audited statutory financial
Dominion department of insurance rlater than the filing dates statementsind the annual statement filed pursuant to sulbch.
specified in s. Ins 50.05. with a written description of the nature of thesdedénces.

a d\(/(ze)rsg!ﬁ;\rlllct:ri]afhgoﬁgmg:srségg?tr fﬁecél)?/\)//itﬁf %rr‘%g(;ﬁ'ifr'ggt&” of (3 Includefinancial statements prepared in a form and using
filed with, the othestate within the time spec'ified ins.Ins80.1 languageand groupings substantially thame as the relevant sec
History: or Register July 1993, No. 451, £f8-1-93, tlpnsof the qnnua! statement of the insurer filed .Wlth the commis
' ' ' sioner.The financial statement shale comparative, presenting
Ins 50.04 Authority to obtain information or the amounts a®f December 31 of the current year and the

examine not restricted.  This subchapter does not limit the2Mmountsas of the immediately preceding December 31, except in

authority of the commissioneto require an insurer or any other]E.he first lyear Itn t"r‘]’h'Ch a"”SUtfef 'j ;equwedbto f"‘?ttag audited
personto provide information, or to conduct an examinatioarof ''N@nclaireport, the comparative data may be omitied.

: History: Cr. RegisterJuly 1993, No. 451, &f8-1-93;CR 01-050: enum. (2)
Insureror any other person, under any other statute or rule. (f) (intro.) and am.,, r (2) (f) 1. and 2., Register October 2001 No. 550, eff.

History: Cr. RegisterJuly, 1993, No. 451, éf8-1-93. 11-1-01.
Ins 50.05 Filing and extensions for filing of annual Ins 50.07 Designation of independent certified pub -
audited financial reports. (1) An insurer shall: lic accountant. (1) An insurer shallwithin 60 days after the

(@) Annually obtain or cause an audit of the insurer by an ind@surerbecomes subject to this subchapter:

pendentcertified public accountant; and (a) Provide the commissioner in writing thame and address

(b) File an audited financial report that complies with s. Insf the independent certified public accountatéined to conduct
50.06with thecommissioner on or before June 1 for the immedjhe annual audit required by this subchapter

ately preceding cglehdar year . ) . (b) File with the commissioner a copy of the letter requiced
(2) The commissioner may requiran insurer to file the %eobtained under sub. (3).

auditedfinancial report earlier than the date specified under su

: o ; ; (2) Insurersnot retaining an independent certifigaiblic
i(r};ulzetrhe commissioner gives 90 days advance notice 10 tIz?fc?countanbn the dctive date of this rule shall register the name

(3) Thecommissioner may grant extensions of the filing daandaddress of their retained independent certified public account

undersub. (1) for 31-day periods if the insurer and independq%ﬁ;?]g};?rs:p?r??s(iomboenmgdl?efore the date when the first audited

certified public accountant establish there is good cause for an . ) . .
extension A request for extension shall be submitted in writing (3) An insurer shall obtain a letter from the independent-certi
notless than 10 days prior to the due date ificgerfit detail to per 1'€d public accountant it retains to conduct the annual audit

mit the commissioner to make an infornaetision with respect requiredby this subchapteThe letter shall state that the indepen
to the requested extension. dentcertified public accountant:

(4) An insurer may not retain an accountant or accounting (&) Is aware of th@rovisions of the insurance code and the
firm to comply with sub. (1) or s. Ins 50.07 unless the accountdHtes and regulations of the insurance departmergqurivalent
or accounting firm is an independent certified public accountaggencyof the statef domicile of the insurer that relate to acceunt
regardles®f whether the commissionkas issued a ruling undering and financial matters of insurers; and
s. Ins 50.08 (1). An insurer may not retain an account&int  (b) Will express an opinion on whether the financial state
accountingfirm to comply with sub. (1) or s. Ins 50.07 if the commentsconform to the statutory accounting practices prescribed or
missionerunder s. Ins 50.08 (1) rules that the accountant gtherwisepermitted by that department or equivalent agency and
accountingfirm is not qualified or if the accountant or accountingyill specify exceptions as appropriate.
f'rg_‘ does not comply with s. Ins 50.08 (2). (4) If an independent certified public accountant for the
istory: Cr. RegisterJuly, 1993, No. 451, &f8-1-93. . . . X . . . .
immediatelypreceding filed audited financial report of an insurer
Ins 50.06 Contents of annual audited financial is dismissed or resignte insurer shall comply with all of the fol
report. The annual audited financial report requiveder s. Ins lowing: . " ) ) )
50.05shall comply with all of the following: _ (@) The insurer shallithin 5 bus[ness days notify the commis
(1) Reportthe financial position of the insurer as of the end ¢#onerof the dismissal or resignation.
the most recent calendar year andrbsults of its operations, cash  (b) The insurer shall within 15 business days furnish the com
flows and changes in capital and surplus for the year then endiigsionewith aletter which clearly states that there was ne dis
in conformity with statutory accounting practices prescribed, agreementequired tdbe disclosed under this paragraph or which
otherwise permittedhy the department of insurance, or equivadescribesany disagreement between the insurer and the indepen
lent agencyof the state of domicile, gior a domestic insurgin ~ dentcertified public accountant in the 24 months preceding the
conformity with accounting practices prescribed or permitted idismissalor resignation, which:
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343 COMMISSIONER OF INSURANCE Ins 50.12

1. Was on any matter of accounting principles or practicegencyand integrity of the insurky reserves and the insurer cedes
financial statement disclosure, or auditing scopeparcedure; all of its direct and assumed business to the pool. If the commis
and sioner permits a consolidated repanider this section the report

2. Would require the independent certified public accountagballinclude a columnar consolidating or combining work sheet,
to make reference to the subject matter of the disagreementin @ffollows:
nectionwith the opinion required under s. Ins 50.06. The require (1) Amountsshown orthe consolidated or combined audited
mentto provide a description applies regardless of whether tfieancial report shall be shown on the work sheet.
disagreementvas resolved or whether the former independent (2) Amountsfor each insurer subject to this section shall be
certified public accountant was satisfied with the resolution. statedseparately

(c) The insurer shall within 15 business daysiish the com (3) Noninsuranceperations may be shown on the work sheet
missionerwith a letter from the independent certified publimna combined or individual basis.
accountanaddressed to the insurer stating whether the indepen (4) Explanationsof consolidating and eliminatingntries
dentcertified public accountarstigrees with the statements €onshallbe included.
tainedin the insureis letter required under pgb) and, if not, stat (5) A reconciliation shall be included of any feifences
ing the reasons why not. betweerthe amountshown in the individual insurer columns of
History: Cr. RegisteyJuly 1993, No. 451, £8-1-93. the work sheet and comparable amounts shown on the annual

statement®f the insurers.

Ins 50.08 Qualifications of independent  certified History: Cr. RegisterJuly 1993, No. 451, £/8-1-93.

public accountants. (1) The commissioner mayile that an
accountantor accounting firm is not qualified for purposes of Ins 50.10 Scope of examination and report of inde -
expressingan opinion on the financial statements in the annupéndent certified public accountant. Financial statements
auditedfinancial report requirednder this subchapter and pro furnishedunder s. Ins 50.06 shall be audited byiratependent
hibit insurers from retaining the accountant or an accounting firegrtified public accountant. The independent certified public
andrequire insurers to replace the accountant or accounting firaccountanshall conduct the audit of the insueefinancial state
if the commissioner finds there is cause, including, buimidéd mentsin accordance with generalccepted auditing standards.
to, a finding that the accountant or accounting firm: The independent certified public accountant may also give con
(a) Is not in good standing with the American institute of certsiderationto such other procedures illustrated in the finarogal
fied public accountants and in aflates in which the accountantdition examinets handbook promulgated by the national associa
or accounting firm is, or is required to be, licensed to practice, §pn of insurance commissioners as the independent certified

for a Canadian or British companghat it is not a chartered public accountant deems necessafie commissioner may
accountant; requirethat an independent certified public accountant conduct

:m.nroddditionalprocedures or provide additional reports.
(b) Has not conformetb the standards of the accounting-pro History: Cr. RegisterJuly 1963, No. 451, &f8-1-03,

fessionas contained in the cods professional ethics of the
Americaninstitute of certified public accountardsd rules and Ins 50.11 Notification of adverse financial condi -

regulationsand code of ethics and rules of professional conduggn. (1) An insurer shall require the independent certified-pub
of the accounting examining board, or a similar code; lic accountant to report, in writing and within 5 business days, to
(c) Has been convicted of fraudribery a violation of the the board of directors of the insurer or @sdit committee any
Racketeerinfluenced and Corrupt @anizationsAct, 18 USC determinatiorby theindependent certified public accountant that
1961to 1968, or any dishonest conduct or practices under fedetad insurer has materially misstated its financial condition as
or state law; reportedto the commissioner as of the balance sheet date currently

(d) Has been found to have violated the insurance laws or ruigilerexamination or that the insurer does not meet the minimum
of this state; or capitaland surplus or compulsory surplus requirements.

(e) Has demonstrated a patterrpeactice of failing to detect _ (2) An insurer who receives a report required under sub. (1)
or disclose material information in financial reports. shall forward a copyf the report to the commissioner within 5

(2) After December 31, 1994, no accounting firm partner Gusinesslays of receipt of the report and shall provide the-inde
other person responsible for rendering a report required of Bndentcertified public accountant making the report vetf
independentertified public accountant may act in that capacitfencethat the report has been furnished to the commissioner
for more than seven consecutive years. Following any period of(3) An independent certified public accountant shalhish
servicesuch a person shall be disqualified from acting in that & the commissioner a copy of its report requieder sub. (1)
iariesor afiliates for aperiod of 2 years. The commissioner mapuP- (1) unless the independent certified public accountant
grant relief from the rotation requirement on the basis of unustigfeivesevidence the insurer has provided it witttie 10 busi
circumstancesFactors the commissioner may consider in detef€ssday period to the commissioner as required under sub. (2).
mining if the relief should be granted include, but are not limited (4) An executive dicer or director of an insurer which

to: _receivesnotice unde_r sub. (_1) _shadport_the notification in writ
(2) Number of partners, expertise of the partners ontineber Nd 0 the commissioner within 5 businesays of the date the
of insurance clients in the currently registered firm: executiveofficer or director first acquires knowledge of the netifi

cationunless prior to that date the insurer complies with @)b.

(b) Premium volume of the insurer; or History: Cr. RegisterJuly, 1993, No. 451, &f8-1-93.

(c) Number ofjurisdictions in which the insurer transacts busi

ness. Ins 50.12 Report of significant deficiencies in inter -
History: Cr. RegisterJuly 1993, No. 451, &8-1-93. nal controls. An insurer shall file with the commissioner within
60 days of the date an annual financial statement is filed, or is
Ins 50.09 Consolidated or combined audits. An requiredunder s. Ins 50.05 to be filed, a written report prepared

insurermay file audited consolidated or combined financial statey theindependent certified public accountant describing any sig
mentsin lieu of separate annual audited financial statememigicant deficiencies in the insurer internal control structure.
requiredunder this subchapter if the commissioner appraves SAS No. 60, Communication of Intern@lontrol Structure Mat
writing and if the insurer is part ofgroup of insurers which uti tersNoted in an Audit (AU Section 325 of the Professional Stan
lizesapooling or 100% reinsurance agreement tifattf the sel  dardsof the American Institute of Certified Public Accountants)
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requiresan accountant to communicate significant deficiencies Ins 50.16 Exemptions. (1) The commissioner may grant
(known as “reportable conditions”) noted during a finanstate = an exemption fromcompliance with this subchapter if the com
mentaudit to the appropriate parties within an entéity insurer missionerfinds that compliance would constitute a financial or
is not required to file a report under this section if the independenganizationahardship upon the insurer
certified public accountardoes not identify significant deficien (2) An exemption may be granted at any time and from time
cies. An insurer shall promptly file with the commission@r to time for a specified period.
descriptionof remedialactions taken or proposed to correct sig History: Cr. RegisterJuly 1993, No. 451, &8-1-93.
nificant deficiencies, if thactions are not described in the inde
pendent certified public accountanteport. Ins 50.17 Canadian and British companies. (1) In
History: Cr. RegisterJuly 1993, No. 451, &f8-1-93. the case of Canadian and British insurers, for the purpose of this
subchaptethe annuahudited financial report shall be defined as
Ins 50.13 Accountant’ s letter of qualifications. An the annual statement of total business on the form filed by the
accountanbr accounting firm retained by an insurer to complinsurerswith theirdomiciliary supervisory authority duly audited
with this subchapter shall furnish tmesurer and the insurer shall by an independent chartered accountant.

obtainand include with the filing of the annual audited financial (2) For Canadian and British insurers, the letter required in s.

reportrequired under s. Ins 50.05, a letter from the accountantins 50.07 shall state that the accountaraware of the require

accountingfirm stating: mentsrelatingto the annual audited statement filed with the-com
(1) That the accountant or accounting firm is independembissionerunder s. Ins 50.05 arghall afirm that the opinion

with respect to the insurer andnforms to the standards of his oexpresseds in conformity with those requirements.

her profession as contained in tbede of professional ethics and History: Cr. RegisterJuly 1993, No. 451, &f8-1-93.

pronouncement®f the American institute of certified public

accountantsind the rules of professional conduct of the board of Subchapterll — Annual Financial Statements

public accountancy of this state, or similar code.

(2) Thebackground and experience in general, and the experi Ins 50.20 Insurers to file annual financial state -
encein audits of insurers of the stafssigned to the engagemeniments. (1) An insurer shall file an annual financial statement
andwhether each is an independent certified puddicountant. with the commissioneExcept as otherwise required by Jaule,
This subchapter does not prohibit the accountardamounting orderor instruction othe commissionean insurer shall file the
firm from utilizing such stdfas he or she deems appropriate whe@nnualfinancial statement:

useis consistent with the standards prescribed by generally(a) On the national associatiaf insurance commissioners
acceptedauditing standards. annualstatement blank appropriate for the lines of business the
(3) Thatthe accountant or accounting firm understands thissureris authorized to write, except an insurer licensed under ch.
the annual audited financial report and hisher opinion on the 612, Stats., may file on the town mutual annual statement blank
annualaudited financial report wilbe filed in compliance with prescribedby the commissioner; and
this chapter and that the commissioneil be relying on this  (b) Prepared in accordance with the national associafion
informationin the monitoring and regulation of the finangabt  insurancecommissioner@nnual statement instructions and the
tion of insurers. accountingpractices or procedures prescribed or permittetthdy
(4) That the accountant or accounting firm consents to th@pplicable national association of insurance commissioners
requirementsf s. Ins 50.15 and that the accountant or accountisgcountingpractices and procedures manual except an insurer
firm consents and agrees to make available work papers lfeensedunder ch. 612, Stats., shall prepare the statement-as pre
review by the commissioner scribedby the commissioner

(5) A representation that the accountant or accounting firm is (2) Insurersshall file the annual statement required ursir.
properlylicensed by an appropriate state licensing authority aft) Py March 1, except insurersgamnized under ch. 612, Stats.,

is a member in good standing in the American institute of certifiséll file by Februaryl5 and the commissioner may prescribe a
public accountants. differentdate for individual insurers.

. . ' . History: Cr. RegisterJuly, 1993, No. 451, &8-1-93.
(6) A representation that the accountant or accounting firm is y gistaruly

anindependent certified public accountifign and that there are
no grounds for disqualification of the@ccountant or accounting tio
firm under s. Ins 50.08.

History: Cr. RegisterJuly, 1993, No. 451, &f8-1-93.

Ins 50.25 Insurers to file with the national associa -
n of insurance commissioners. (1) This sectiorapplies
to all licensed insurers, except:

(a) Those categories of insurers wha@seual or quarterly
statementghe national associatioof insurance commissioners
papers. (1) Aninsurer shall require the accountanticcount 40€s not collect on the date filingrequired, unless otherwise
ing firm which conducts an audir other procedure under this"®auiredby the commissioner;
subchapteto make available for review all work papers and any (b) An insurer aganized under ch. 612, Stats., unless ether
communicationselated to the audit or procedure betwélem Wiseordered by the commissioner; and
insurerand the accountant accounting firm at the fi€es of the (c) Insurers the commissioner exempts after finding an exemp
insureror at a reasonable place designated by the commissiotien is in the public interest.

Theinsurer shall require that the accountant retain the audit work(2) An insurer shall annually on or before March 1 file with the
papersand communications until the commissioner has filed aational association of insurance commissionersogy of the
reporton examination covering theeriod of the audit but no len  annualstatement it is required to file under s. Ins 50.20amd
gerthan seven years from the date of the audit report. supplementainformation which the commissioner requires to

(2) Thecommissioner maghotocopy work papers and retainincludedwith the annual statement. The insurer shall include with
the copies. All working papers and communications obtained ltye copy a signed jurat page and actuarial certificate and shall also
the commissioner under this section may be trebtethe com file copies of any subsequent amendments or addendums filed
missioneras confidential under s. 601.465, Stats. with the commissioner with the natioressociation of insurance

History: Cr. RegisterJuly, 1993, No. 451, &f8-1-93. commissioners.

Ins 50.15 Availability and maintenance of CP A work
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(3) An insurer shall file a quarterlfinancial statement with preliminaryexamination report or results, or any matter relating
andin the form prescribed by the national associatiansfrance areport or the results of an examination to further legal or regula
commissionersvithin 45 days of the end of each quarter tory action, or to the insurance department of any other state or

(4) An insurer shall file the information required ungeib. countryor to law enforcemerwfficials of this or any other state
(2) or (3) in the formof media prescribed by the national associ@r agencyof the federal government, so long as the department,

tion of insurance commissioners. agencyor office agrees in writing to hold it confidential.
History: Cr. RegisterJuly 1993, No. 451, &8-1-93. History: Cr. RegisterJuly 1993, No. 451, éf8-1-93.
Ins 50.30 Actuarial opinion required.  An insurer shall NS 50.55 Examination of foreign ~ and alien insurers.

file with the annual financial statement required under $0r20 (1) The commissioner may accept, under s. Ins 50.50, an
a statement of actuarial opinion from a qualified actuary igxaminatiorreport on a licensed foreign or alien insurer which is
accordancavith the national association of insurance cormmiréparedby the insurance departmefor the insuress state of

sionersannual statement instructions. domicile until December 31, 1993. After December 31, 1993, an
History: Cr. RegisterJuly, 1993, No. 451, &f8-1-93. examinatiorreport from the insurance department of the in&irer
stateof domicile may only be accepted if:
Subchapter Il — Examinations (a) The insurance department is at the time of the examination

accreditedunder the National Association of Insurance Commis

Ins 50.50 Examinations. (1) The commissioner may sioners’FinancialRegulation Standards and Accreditation-Pro
determinethe nature, scope and frequency of examinations unggam;or
s.601.43, Stats., except at a minimum eviesurer licensed in ~ (b) The examination is performed under the supervision of an
this state shall be examined every 5 years, unlesaifristed ser  accreditednsurance department or with the participation of one
vice health oganization, town mutual, a gift annuiticensee or more examiners who are employed by an accreditedissate
underch. 615, Stats., motor club, warranty plan,an insurer ancedepartment and who, after a reviewthi examination work
exemptedunder s. 610.49, 1981 stats. papersand report, state under oath that the examinatiorpems

(2) Factorsthe commissioner may consider in determiriivg formedin amanner consistent with the standards and procedures
schedulingof an examination include, but are not limited torequiredby their insurance department.
resultsof financial statement analyses and ratios, changes in man(2) A foreign or alien insurer shall file writterotice with the
agemenbr ownership, actuarial opiniongports of independent commissioneiif it has not received an examination call for an
certified public accountants, other criteria in the Examinergxaminationwhich will be acceptable under this section for the
Handbookadopted by the national association of insurance cogfeterminationof the financial condition of the insurer within 4
missionersand the priority of conducting an examinationaof yearsafter the date for which the last examination of the insurer
insurerrelative to other insurers. examinedthe financial condition of the insurer

(3) Thecommissioner may determine the natamel scope of  History: Cr. RegisterJuly, 1993, No. 451, £f8-1-93.
an examination. An examination magut need not, cover all . .
aspectf the insurels assets, conditiomffairs and operations, Subchapter IV — Actuarial Opinion
and may involve or be supplementég review of audit proce Ins 50.60 Definitions

duresperformed by accountants. Examinations may include, brlﬁléansa member in good standing of the American academy of

arenot l'm'ted, to, the f°"°,W'”,9 types.of examinations: _actuarieunless disqualified by a standarddetermination of the
(a) Compliance examinations which are a general review gdmmissioner.

thga insurefs corporate &hirs and insurance operations to dgeter History: Cr. RegisterDecember1995, No. 480, &f1-1-96.

mine compliance with chs. 600 to 646, Stats. A compliance ] o )

examinationmay consist ofreview of an accountast'work Ins 50.65 Actuarial opinion required. (1) For each
papersor be supplemented by such a review yearending on or after Decemb8t, 1996, every life insurance

(b) Targeted examinations are limited to a review of specifiggPMPanydoing business in this state shall subtmithe commis
areasAreas that may be geted may include, but are not limitedSioner,with its annual statement due by March 1 of the following
to, life reserve valuations, claims analysegjamizationaland Y&ar.an opinion by gjualified actuary as to whether the reserves
capitalchanges, loss reserves or market conduct. andrelated actuarial items held in support of the policies and con

© Compr’ehensive examinationshich are complete tractsspecified by the commissioner satisfy all of thikowing:

examinationf the condition and irs of the insurer () They are computed appropriately _ _

(4) After the commissioner issues an adopted examination (b) They are based on assumptions that satisfy contract provi
report, the insurer examineshall promptly file didavits exe . ) )
cutedby each of its directors stating under oath that they have(c) They are consistent with prior reported amounts.
receiveda copy of the adopted report and related orders. (d) They comply with the applicable laws of this state.

(5) The office of the commissioner of insurance, under s. (2) Theopinion under sub. (1) shall be in the form and contain
601.465,Stats., may refuse to disclose and prevent any perdbginformation required by the commissioner
from disclosing, in response to a request for production, deposi (3) (a) Everylife insurance company not exempted under s.
tion, subpoena, ootherwise, information obtained from thelns50.76 shall include with the opinion required under sub. (1) the
nationalassociation of insurance commissioners or andatisar  opinion of the qualified actuary as to whether the reserves and
ancedepartment under pledgeadnfidentiality or for the purpose relatedactuarial items held in support of the policies and contracts
of conducting an investigation or examination or obtained, prspecifiedby thecommissionerwhen considered in light of the
ducedor created in the course of an inquiry under s. 601.42, Staassetdeld by the company with respect to the reserves and related
or examination under s. 601.43, Stats. This privilege appliesdctuarialitems, including but not limited to, the investmeatn
information obtained, produced or created before or after tliegson the assets and the considerations anticipated to be received
effectivedate of s601.465, Stats., and regardless of whether amdretained under the policies and contracts, make adequate pro
inquiry, investigation or examination has been concluded, excefiion for the company obligations under the policies and €on
it does not apply to a document which is an adopted examinaticacts,including but notimited to, the benefits under and expen
report. An adopted examination report is available for publises associated with the policies and contracts. The commissioner
inspectionas required under s. 601.44 (6), Stats. dffiee or the may allow a transition period fan insurance company to estab
commissioner may disclose the content of an examination repbist) any higher reserves thifie qualified actuary determines are

In this chapter‘qualified actuary”
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necessaryo make adequate provision fine companyg obliga  which is the subject of the opinion, the commissioner and the
tionsunder the policies and contracts. office. It is not for the benefit of angther person and is therefore

(b) An insurance company that is required to submit an opinipRt to be relied upon by any other person unteiance is induced
underpar (a) shall have prepared by the qualified actuary wH fraud or wilful misconduct.
rendersthe opinion and memorandum in support of the opinionHistory: Cr. RegisterDecember1995, No. 480, &f1-1-96.
underpar (a). The memorandum shall be in foem, and provide . .
the information, required by the form specified by the commis SubchapterV — Actuarial Opinion and
sioner.The insurance company shall provide the memorandum to Memorandum Regulation
the commissionerat the commissiontr request, for the commis ) .
sioner’'sexamination. After examination, the commissioner may |ns 50.70 Purpose. The purpose of this rule is to pre
return the memorandum to the insurance company scribe: o _ _

(c) If an insurance company fails to provilsupporting mem (1) Guidelinesand standards for statemeafsactuarial opin
orandumto the commissioner upon request within the periofn Which are to be submitted in accordance with subch. IV and
specified,or if the commissioner determines that the supportirfg'- 623, Stats.and for memoranda in support of such an opinion.
memorandunprovided by an insurance company is otherwise (2) Guidelines and standards for statements of actuarial opin
unacceptablethe commissioner may retain a qualified actuary &n which are to be submitted when a company is exempt from s.
the expense of the insurance company to reviewdpigion Ins50.65 (3); and
requiredunder par(a) and the basis for the opinion and to prepare (3) Rulesapplicable to the appointment of an appoiraeti
supportingmemorandum as the commissioner requires. ary.

(4) The following provisions apply to an opinion required History: Cr. RegisterDecember1995, No. 480, &f1-1-96.

undersub. (1) or (2): . . .
( ). . (2) . . . . Ins 50.71 Authority. This ruleis issued pursuant to the
_ (a) The opinion shall apply to all business in force, including, iy vested in the commissioner under ss. 601.42, 601.43
individual and grouphealth insurance plans, in form and -sub601 465 Stats.. and ch. 623. Stats. This rule will tal‘f.ece}'for Y
stanceacceptable to the commissioner annhalst’atemé’nts for tHe ye’ar 1996
(b) The opinion shall be based on standaxiispted from time  History: Cr. Register December1995, No. 480, &f1-1-96.
to time by the actuarial standards board established by the Ameri
canacademy of actuaries and on such additional standards as thims 50.72 Scope. (1) This subchapter shall apply to all
commissionemay prescribe. life insurance companies and fraternal benefit societies doing

(c) In the case of an opinion required to be submitted by-a fé@iusinessn this state antb all life insurance companies and frater
eignor alien companythe commissioner may accept the opiniofidl benefit societies which amuthorized to reinsure life insur
filed by that company with the insurance supervisofigiaf of ~ance,annuities or accident and health insurance businesssin
anotherstate if the commissioner determines that the opiran State.This subchapter shall be applicable to all annual statements
sonablymeets the requirements applicableatoompany domi filed with the ofice of the commissioner of insurance after the
ciled in this state. effectivedate of this subchaptdxcept withrespect to companies

(5) An insurer which violates this chapter or an insurexote which are exempted pursuant to s. Ins 50.76, a statement ef opin

ary which submits an opinion or memorandum which includes/@ ©n the adequacy of the reserves and related actuarial items
misrepresentatiofs subject to the penalties specified under c2as€don an asset adequacy analysis in accordance with s. Ins
601, Stats. 0.78,and a memorandum in support thereof in accordance with

s. Ins 50.79, shall be required each yeAny company so

_(6) () Any memorandum in support of, and any other mat@, o mntednust file astatement of actuarial opinion pursuant to s.
rial provided by an insurance company to the commissioner iy 77

ﬁg?r;e%t(l)olnavgl; g?a?glnlon required under this section is subject (2) Notwithstandingsub. (1), the commissioner may require

company otherwise exempt pursuanthis subchapter to

o an
(b) The commissioner may release any such memorandumsggmita statement of actuarial opinion and to prepare a memoran
othermaterial with the written consent of the insurance company,min support thereof in accordance with ss. Ins 50.78 and 50.79

or to the American academy of actuarig®n its request if the it i, the opinion of theommissioneran asset adequacy analysis
memorandunor other materiais required for professional disci o necessary with respect to the company

plinary proceedings and if the request sets forth procedures th%story: Cr. Registey December1995, No. 480, &f1-1-96.
aresatisfactory to the commissioner faeserving the confiden
tiality of the memorandum or other material. Ins 50.73 Definitions. (1) “Actuarial opinion” means:
History: Cr. RegisterDecember1995, No. 480, &f1-1-96. (a) With respect to s. Ins 50.78, 50.79 or 50.80, the opinion of
. , anappointed actuary regarding the adequacy of the reserves and
Ins 50.67 Reserves. (1) Aninsurance companyaggre  o|atedactuarial items basezh an asset adequacy test in accord

gatereservedor all policies, contracts and benefits may not bg, o \yith 5. Ins 50.78 amdth presently accepted actuarial stan
lessthan the aggregate reserdetermined by a qualified actuaryd?rds.

in an opinionunder this chapter to be necessary to make adequa ?b)’ With respect to s. Ins 50.77, the opinigian appointed

rovision for the company obligations under the policies and ; ; - .
Eontracts pang 9 P actuaryregarding the calculation of reserves and related items, in

. ccordancewith s. Ins 50.77 and with those presently accepted
(2) Forthe purpose of s. 623.06 (6), Stats., holding any'ad‘ictuarialstandards which specifically relate to this opinion.

gﬁ;;ié??jeertveer?n}rr:g:bab%ur? 2223%?;“%%?&2p;r&'ggugrsg Torrct)T/IiZi on (2) “Actuarial standards board” is the board established by the
for the company obligationsunder the policies and contractsamericanacademy of actuaries to develop and promulgate stan
shallnot be considered the adoption of a higher standard oﬁvalggrdSOf actuarial practice. .
tion. (3) “Annual statement” means that statement required by s.
History: Cr. RegisterDecember1995, No. 480, & 1-1-96. Ins 50.20 to be filed by the company annually
(4) “Appointed actuary” means any individual who is
Ins 50.68 Reliance on actuary opinion.  An actuarial appointedor retained in accordance with the requirements set
opinionwhich is issued by a qualified actuary and requineder forth in s. Ins 50.75 (3) to provide the actuarial opinion and sup

this subchapter and subch. V is solely for the bewétite insurer portingmemorandum as required by subch. IV and ch. 623, Stats.
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(5) “Assetadequacy analysis” means amalysis that meets 4. Submitted to the commissioner during the pagtars, pur
the standards and other requiremamferred to in s. Ins 50.75 (4). suantto this subchaptean actuarial opinion or memorandtimat
It may take many forms, including, but not limited to, cthslv  the commissioner rejected becausdii not meet the provisions

testing, sensitivity testing or applications of risk theory of this subchapter including standards set by the actuarial stan
(6) “Commissioner’'means the commissionef insurance of dardsboard; or
this state. 5. Resigned or been removed as an actuary wiligipast 5

(7) “Company” means a life insurance comparisaternal Yearsas aresult of acts or omissions indicated in any adverse

benefitsociety or reinsurer subject to the provisions of [this} subePorton examination or as a result of failure to adhere to gener
chapter. ally acceptable actuarial standards; and

(8) “Non-investmentgrade bonds” are those designated as (¢) Has not failed to notify the commissioner of any action
classess, 4, 5 or 6 by the National Association of Insura@ioer ~ takenby any commissioner of any other state similar to that under

missioner'ssecurities valuation fiée. par. (d). _ _ _

(9) “Qualified Actuary” means any individual who meets the, (3) APPOINTEDACTUARY. An “appointed actuary” is a quali
requirementset forth in's. Ins 50.75 (2). fied actuary who is appointed or retained to prepare the statement

History: Cr. RegisterDecember1995, No. 480, &f1-1-96. of actuarial opinion required by this subchapéther directly by

or by the authority of the board of directors through an executive

Ins 50.75 General requirements. (1) Susmission oF  Officer of the companyThecompany shall give the commissioner
STATEMENT OF ACTUARIAL OPINION. (@) There is tbe included on timely written notice of the name, title (and, in the case of a con
or attached to Page 1 of the annual statement for each year begyHing actuarythe namef the firm) and manner of appointment
ning with 1996 the statement of an appointed actuamjitled or retention of each person appointed or retained by the company
“Statemenif Actuarial Opinion,” setting forth an opinigelat ~ as an appointed actuary and shall state in such notice thatthe per
ing to reserves and related actuarial items held in support ef psPnmeets the requirements set forth in sub. (2). Once notice is fur
ciesand contracts, in accordance with s. Ins 50.78; provided, nhished,no further notice is required with respect to this person,
ever,that any company exempted pursuant to s. Ins 50.76 frepvidedthatthe company shall give the commissioner timely
submittinga statement of actuarial opinion in accordance with written notice in the everthe actuary ceases to be appointed or
Ins 50.78 shall include on or attach to Page 1 of the annual std@ained as an appointed actuarymmeet the requirements set
menta statement of actuarial opinion rendered by an appoinf@gth in sub. (2). If any person appointed or retained as an
actuaryin accordance with s. Ins 50.77. appointedactuary replaces a previousippointed actuaythe

(b) If in the previous year a company providestatement of noticeshall so state and give the reasons for replacement.
actuarialopinion in accordance with s. Ins 50.77, and in the cur (4) STANDARDS FOR ASSET ADEQUACY ANALYSIS. The asset
rentyear fails the exemption criteria of s. Ins 50.76 (3) (a), (b) 8gequacyanalysis required by this subchapter:

(e)to again provide an actuarial opinion in accordance witiss.  (a) Shall conform to the standards of practice as promulgated
50.77,the statement of actuarial opinion in accordamitie s. Ins  from time to time by the actuarial standards board and on any addi
50.78shall not beequired until August 1 following the date of thetional standards under this subchaptehich standards are to
annualstatement. In this instance, the company shall providéam the basis of the statement of actuarial opinion in accordance
statemenbf actuarial opinion in accordance with s. Ins 50.77 witlith s. Ins 50.78; and

appropriatequalification noting the intent to subsequently-pro  (b) Shall be based on methods of analysis as are deemed appro
vide a statement of actuarial opiniam accordance with s. Ins priatefor such purposes by the actuarial standards board.

50.78. (5) LIABILITIES TOBECOVERED. (a) Under authority of ch. 623,

(c) In the case of a statement of actuarial opinion requiredggats. andsubch. IVthe statement of actuarial opinion shall apply
be submitted by a foreign or alien compatiye commissioner to all in force business on the statement date regardless of when
may accepthe statement of actuarial opinion filed by such €onpr where issued. This includesserves of Exhibits 8, 9 and 10,
panywith theinsurance supervisory regulator of another stateghdclaim liabilities in Exhibit 1, Partl and equivalent items in
the commissioner determines that the opinion reasonmablts the separate account statement or statements.
the requirements applicable to a company domiciled in this state. () If the appointed actuary determines as the resuseét

(d) Uponwritten request by the compartile commissioner adequacyanalysis that a reserve should be held in addition to the
may grant an extension of the dée submission of the statementaggregate reserve held by the company and calculated in-accord

of actuarial opinion. ancewith methods set forth in s. 623.06 (3), (3m), (4m) and (7),
(2) QuALIFIED ACTUARY. A qualified actuarys an individual Stats.,and s. Ins 3.17, the company shall establish additional
who: reserve.
(a) Is a member in good standing of the American academy of(c) For years ending prior @ecember 31, 1998, the company
actuaries; may, in lieu of establishing the full amount of the additional

(b) Is qualified to sign statements of actuarial opinion for lifééS€rvein the annual statement for that yeset up an additional
and health insurance company annual statements in accordafR&€rvein an amount not less than the following:
with the American academy aftuaries qualification standards 1. December 31, 1996—The additional reserve divided by 3.

for actuaries signing such statements; 2. December 31, 1997 times the additional reserve
(c) Is familiar with the valuation requirements applicable tgivided by 3.
life and health insurance companies; and (d) Additional reserves established under. giay or (c) and

(d) Hasnot been found by the commissioner (or if so found hggemedot necessary in subsequent years beageleased. Any
subsequenthbeen reinstated as a qualified actuary), followingmountsreleased must be disclosed in the actuarial opinion for the
appropriatenotice and hearing to have: appllcab!e yeaiThe release of such reserves would not be deemed

1. Violated any provision of, or any obligation imposed bf“H?dOP“g”F?f a Iogver st)arlggsrdNofXgu;Tolnéﬁ
aninsurance law or othdaw in the course of his or her dealings 7'Sto"y: Cr Registerbecemberl995, No. 480, &f1-1-96.

asa qualified actuary; _ _ Ins 50.76 Required opinions. (1) GENERAL. In accord
2. Been found guilty of fraudulent or dishonest practices; ancewith subch. IV and ch. 623, Stats., every company doing
3. Demonstrated his or her incompeterlagk of coopera businessin this state shall annually submit tginion of an
tion, or untrustworthiness to act as a qualified actuary; appointedactuary as provided for by this subchapiére type of
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opinion submitted shall be determinbg the provisions set forth  (c) Any Category A or Category 8ompany that meets all of
in this section and shall be in accordance with the applicable ptfoe criteria set forth in paKa) or (b), whichever is applicable, is
visionsin this subchapter exemptedrom submission of atatement of actuarial opinion in
(2) ComPanY CATEGORIES. For purposes of this subchapteraccordancevith s. Ins 50.78 unleske commissioner specifically
companiesshall be classified as follows based on the admitté@dicatesto the company that the exemption is not to be taken.
assetsas of the end of the calendar year for which the actuarial (d) Any Category A or Category B company that, for any year

opinionis applicable: beginningwith 1996, isnot exempted under pafc) shall be
(a) Category A shall consist of those companies whosequiredto submit a statemenf actuarial opinion in accordance
admittedassets do not exceed $20 million; with s. Ins 50.78 for the year for which it is not exempt.

(b) Category B shall consist of those companies whose (e) Any Category C company that, after submitting an opinion
admittedassets exceed $20illion but do not exceed $100 mil in accordance with s. Ins 50.78, meets all of the following criteria
lion; shallnot be required, unless required in accordavite par (f),

(c) Category C shall consist of those companies whotesubmit a statement of actuarial opinion in accordance with s. Ins
admittedassets exceed $1@dllion but do not exceed $500 mil 50.78 more frequently than every third yed@mny Category C

lion; and companywhich fails to meet all of the followingriteria for any
d) Category D shall consist of those companies who¥garshall submita statement of actuarial opinion in accordance
ad,(ni)ttedassgts Zxceed $500 million. P with s. Ins 50.78 for that yedrhe ratios in subds. 1., 2. and 3. shall

(3) EXEMPTION ELIGIBILITY TEST. () AnyCategory A com be calculated based on amounts as of the end of the calendar year

panythat, for any year beginning with 1996, meets all of the foflOr which the gctuarlal opinion 1s appllcable.

lowing criteria shall be eligible for exemption from submission of 1. The ratio of the sum of capital and surplus to the sum of
a statement of actuarial opinion in accordance with s. Ins 50.78 f@shand invested assets is at least equal to .05.

theyear in which theseriteria are met. The ratios in subds. 1., 2. 2. The ratio of the surof the reserves and liabilities for annui
and 3. shall be calculated based on amounts as of the end oftitbeand deposits to the total admitted assets is less than .50.

calendaryear for which the actuarial opinion is applicable. 3. The ratio of the book value of the non-investment grade
1. The ratio of the sum of capital and surplus to the sum lbfndsto the sum of the capital and surplus is less than .50.
cashand invested assets is at least equal to .10. 4. The examiner team for the national association of insur

2. The ratio of the surof the reserves and liabilities for annui ance commissioners has not designated the company as a first
tiesand deposits to the total admitted assets is less than .30. priority company in any of the 2 calendar ygamsceding the cal
3. The ratio of the book value of the non—-investment gragmdaryear for which the actuarial opinion is applicable, or a sec
bondsto the sum of capital and surplus is less than .50. ond priority company in each of the 2 calendar years preceding the
4. The examiner team for the national association of insualendaryear for which the actuarial opinion is applicable, or the
ancecommissioners has not designated the company as a fa@npanyhas resolved the first or second priority statuthe sat
priority company in any of the 2 calendar yeamsceding the cal  isfactionof the commissioner dhe state of domicile and the cem
endaryear for which the actuarial opinion is applicable, or a se@issionerhas so notified the chair of timational association of
ond priority company in each of the 2 calendar years preceding {Rgurancecommissioners life and health actuarial task force and
calendaryear for which the actuarial opinion is applicable, or thée national association of insurance commissionerkastafsup
companyhas resolved the first or second priority statuthe sat ~ port office.
isfactionof the commissioner dhe state of domicile and the com () Any company which is not required by this section te sub
missionerhas so notified the chair of timational association of mit a statement of actuarial opinionancordance with s. Ins 50.78
insurancecommissioners life and health actuarial task force amgr any year shall submit a statement of actuarial opinion in
the national association of insurance commissionersataup  accordancevith s. Ins 50.77 for that year unless tdoenmissioner
port office. requiresa statement of actuarial opinion in accordanitk s. Ins
(b) Any Category B company that, for any year beginning wits0.78.
the 1996, meets all of the fOIIOWing criteria shall be ellglble for (4) LARGE COMPANIES. EveryCategory D company shall sub

exemptionfrom submission of a statementasftuarial opinion in mjt a statement of actuarial opinionancordance with s. Ins 50.78
accordancaith s. Ins50.78 for the year in which the criteria argor each year beginning with 1996.

met. The ratios in subds. 12, and 3 below shall be calculated History: Cr. RegisterDecember1995, No. 480, &f1-1-96.
basedon amounts as of the enéithe calendar year for which the

actuarialopinion is applicable. Ins 50.77 Statement of actuarial opinion notinclud -

1. The ratio of the sum of capital and surplus to the sum iply an asset adequacy analysis. (1) GENERALDESCRIPTION.
cashand invested assets is at least equal to .07. The statement of actuarial opinigaquired by this section shall

2. The ratio of the surof the reserves and liabilities for annui consist of a paragrapbentifying the appointed actuary and his
tiesand deposits to the total admitted assets is less than .40. or her qualifications; a regulatory authority paragraph stating that

3. The ratio of the book value of the non—investment gradige company issxempt pursuant to this subchapter from submit
bondsto the sum of capital and surplus is less than .50. ting a statement of actuarial opinion basecaorasset adequacy

4. The examiner team for the national association of insggnalysisand that the opinion, which is not basecaorasset ade
ancecommissioners has not designated the company as a ff4gcy analysis, is rendered in accordance wittns.50.77; a
priority company in any of the 2 calendar yeamsceding the cal scopeparagraph |dent|fy|ng.the subjects on which the opinion is
endaryear for which the actuarial opinion is applicable, or a sef® be expressed and describing the scope of the appointed actu
ond priority company in each of the 2 calendar years preceding #¥'S Work; and an opinion paragragtxpressing the appointed
calendaryear for which the actuarial opinion is applicable, or th@ctuary’sopinion as required by ch. 623, Stats., and subch. IV
companyhas resolved the first or second priority statuhe sat (2) RecommENDEDLANGUAGE. Thefollowing language pro
isfactionof the commissioner dhe state of domicile and the com videdis that which in typical circumstances would be included in
missionerhas so notified the chair of tilational association of a statement of actuarial opinion in accordance with this section.
insurancecommissioners life and health actuarial task force arfthe language may be modified as needed to meetitbam
the national association of insurance commissionertatdsup  stancef a particular case, but the appointed actuary shall use
port office. languagewhich clearly expresses his or her professional judg
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ment.However in any event the opinion shall retain all pertinent  b. “l have relied upon [name of accounting firm] for the-sub

aspectof the language provided in this section. stantialaccuracy of the in force recoriiventory and information
(a) The opening paragraph should indicate the appointed act@ncerningother liabilities, agertified in the attached statement.
ary’s relationship to the company: In other respects my examination included reviéwhe actuarial

. i d actuarial methods asdch tests of the actuarial
1. For a company actuarpheopening paragraph of the actu assumptionsin :

arial opinion shall read as follows: “I, [name of actuary], am [title?alculatlonaas | considered necessary . .

of [name of company] and a member of the Ameriéaademy 2. Thestatement of a person certifying information referred
of Actuaries. | was appointed iy by the authoritpf, the Board 0 in subd. 1. shall follow the form prescribed by. ifgr

of Directors of said insurer t@nder this opinion as stated in the (f) The opinion paragraph should include the followitig:
letterto the commissioner dated [insert date]. | meet the Acadeifily opinion the amounts carried in the balance sheet on account
qualificationstandards for renderirtge opinion and am familiar of the actuarial items identified above:

with the valuation requirements applicable to life and heaith 1. Are computed in accordance with those presently accepted
panies” actuarial standards which specifically relate to the opinion

2. Fora consulting actuaryhe opening paragraph of the acturequiredunder this section;
arial opinion should contain a sentence such as: ‘I, [name and title 2. Are basedon actuarial assumptions which produce
of actuary], a member of the American Academy of Actuasies, reservest least as great as those called for in any corgraet
associated with the firm of [insert name of consulting firm]. | hawgonas to reserve basis and method, @dn accordance with all
beenappointed byor by the authority of, thBoard of Directors othercontract provisions;
of [name of company] to rendthis opinion as stated in the letter 3, Meet the requirements of the insurance law and rules of the
to the commissioner dated [insert date]. | meet the Acadprmly  state of [state of domicile] and are at least as great asitiraum
fication standards for rendering the opinion @md familiar with  aggregateamounts requiretly the state in which this statement
thevaluation requirements applicable to life and health insuraniesfiled.

companies.” _ _ 4. Are computed on thieasis of assumptions consistent with
(b) The regulatory authority paragraph should inclagte thoseused in computing the corresponding items in the annual

mentsuch as the following: “Said company is exempt pursuant$tatemenof thepreceding year—end with any exceptions as noted

rule [insert design_ation] of the [name sﬁate_] Insurance Depart below; and

mentfrom submitting a statement of actuarial opinion baseahon 5. |nclude provision for all actuarial reserves and related

assetadequacy analysis. This opinion, which is not based on &atementitems which ought to bestablished. The actuarial
assetadequacy analysis, is rendered in accordance with s. fgthodsconsiderations and analyses used in formingpigion
50.77." conformto the appropriate Compliance Guidelines as premul
(c) The scope paragraph should contain a sentence stheh agatedby the actuarial standards board, which guidelines form the
following: “I have examined the actuarial assumptionsastd  basisof this statement of opinion.”
arial methodsused in determining reserves and related actuarial (g) The concluding paragraph of thpinion shall document
itemslisted belowas showrn the annual statement of the comthe eligibility for the company to provide an opinion as provided
pany,as prepared for filing witlstate regulatory &tials, as of by this section. It shall include the following: “This opiniorpi®-
Decembei31,[].” videdin accordance with s. Ins 50.77. As sudtioiés not include
1. The scope paragraph should list items and amounts wihopinion regarding the adequacy of reserves and related-actuar
respecto which the appointed actuary is expressingjinion. ial items when considered in light of the assets which support
The list should include but not be necessarily limited to: them.Eligibility for s. Ins 50.77 is confirmed as follows:

a. Aggregate reserve and deposit funds for policies and con 1. The ratio of the sum of capital and surplus to the sum of
tractsincluded in Exhibit 8: cashand investedassets is [insert amount], which equals or

b. Aggregate reserve and deposit funds for policies and C‘?fﬁggg?gi applicable criterion based on the admitted assets of
tractsincluded in Exhibit 9; pany

¢. Deposit fundspremiums, dividend and coupon accumulat 2. The ratio of the surof the reserves and liabilities for annui

tions and supplementary contracts not involving life contin enies and deposits o the total admitted assets [inaxerount],
ons ppiementary C 9 9€Which is less than the applicable criteria basedthe admitted
ciesincluded in Exhibit 10; and

assetof the company

__d. Policyand contract claims—liability end of current year 3 e ratio of the book value of the non-investment grade
includedin Exhibit 11, Part |. _ _bondsto the sum of capital and surplugiissert amount], which

(d) If the appointed actuary has examined the underlyingless than the applicable criteria of .50.
records,the scope paragraph should also include the following: 4 To my knowledge, the NAIC Examineedm has nates
My examination included such review of the actuarial assumpnated the company as a first priority company in any of the two
tions and actuarial methods and of the underlying basic recor, endawyears preceding the calengaar for which the actuarial
andsuchtests of the actuarial calculations as | considered NeCBRinionis applicable, or a second priority compangath of the
sary.” two calendar years preceding the calendar year for whickcthe

(e) 1. If the appointed actuary has not examined the underlyiagial opinion is applicable or the company has resolved the first or
records but has relied upon listings and summaries of policies $®condpriority status to theatisfaction of the commissioner of
force prepared by the company or a third patiye scope para the state of domicile.
graphshould include a sentence such as one of the following: 5 19 my knowledge there is not a specifégjuest from any

a. “I have reliedupon listings and summaries of policies andommissionerequiring an asset adequacy analysis opinion.
contractsand other liabilities in force prepared by [name and title Signat f Appointed Act
of company dicer certifying in force records] a=ertified in the Ignature of Appointed Actuary
attachedstatement. (See accompanyinficefvit by a company Address of Appointed Actuary X
officer.) In otherrespects my examination included review of the Telephone number of appointed actuary
actuarial assumptions and actuarial methaasuch tests of the  (h) 1. If there has been any change in the actuarial assumptions
actuarialcalculations as | considered necesSaoy from those previously employed, that change should be described
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in the annual statement or in a paragraph of the statemactiof 1. If the appointed actuary considers it necessary to state a
arial opinion, and the referende sub. (2) (f) 4. to consistency qualificationof his or her opinion;

shouldread as follows: _ 2. If the appointed actuary must disclose the method of
*... with the exception of the change described on page [] of thggregatiorfor reserves of diérent products or lines of business
annualstatement (or in the preceding paragraph).” for asset adequacy analysis;

2. The adoption for new issues or new claims or other new lia 3. |f the appointed actuary must disclose reliance upon any
bilities of an actuarial assumption whichfdifs from acorre  ortion of the assets supporting the Assetiudtion Reserve
spondingassumption used for prior new issues or new claims QiR nterest MaintenancBeserve (IMR) or other mandatory
other new liabilities is not a change in actuarial assumptio voluntary statement of reserves for asset adequacy analysis.

W'thm Itfhi meaning (z;‘thls paragrapr;).ld inion. h 4. If the appointed actuary must disclose an inconsistency in
(i) If the appointed actuary is unableféom an opinion, he or yhe method of analysis or basis of asset allocation used at the prior

sheshall refuse to issua statement of actuarial opinion. If the(ﬁpinion date with that used for this opinion.

appointedactuarys opinion is adverse or qualified, he or she sha 5. If the appointed actuary must disclose whether additional

issuean adverse or qualified actuarial opinion explic#tsiting . . . -
eachand all reasons for such opinion. Thtatement should fol reservef the prior opiniordate are released as of this opinion
date,and the extent of the release.

low the scope paragraph and precede the opinion paragraph. g )
() If the appointed actuary does not express an opinion as to - If the appointedictuary chooses to add a paragraph briefly
the accuracy and completeness of the listings and summarie§ggcribingthe assumptions which form the basisthe actuarial
policiesin force, there should be attactiedhe opinion, the state OP!NION.
mentof a company dicer or accounting firm who prepared such (2) RECOMMENDEDLANGUAGE. The following paragraphs are
underlying data similar to the following: “I [name of fafer], to be included in the statement of actuarial opinicacicordance
[title] of [name and addressf company or accounting firm], with this section. The language provided in this subsection is that
herebyaffirm that the listings andummaries of policies and con which in typical circumstances shoubte included in a statement
tractsin force asof December 31, [ ], prepared for and submittedf actuarial opinion. The language may be modified as needed to
to [name of appointed actuary], were prepared under my directimeetthe circumstances of a particular caset the appointed
and, to the best of mknowledge and belief, are substantiallyactuaryshall use language which clearly expresses his or her pro
accurateand complete. fessionafjudgment. Howevein any event the opinion shall retain
Signature of the @iter of the Company or Accounting Firm all pertinent aspects of the language provided in this section.
Address of the Gitcer of the Company or Accounting Firm (@) The opening paragraph should generally indigdhte

Telephone Number of the fifer of the Company or appointedactuarys relationship to the company and his or her
Accounting Firm” qualificationsto sign the opinion.
History: Cr. RegisterDecember1995, No. 480, &f1-1-96. 1. For a company actuarheopening paragraph of the actu

. . arial opinion should read as follows: “l, [name], am [title] of

Ins 50.78 Statement of actuarial opinion based on  [insurancecompany namednd a member of the American Aead
an asset adequacy analysis. (1) GENERAL DESCRIPTION. ~emyof Actuaries. | was appointed ayr by the authority of, the
The statement of actuarial opinion submitted in accordance Wibardof Directors of said insurer tender this opinion as stated

this section shall consist of: . _in the letterto the commissioner dated [insert date]. | meet the
(a) A paragraph identifying the appointed actuary and his pcademy qualification standards for rendering the opinion and
her qualifications; amfamiliar with the valuation requirements applicable to life and

(b) A scope paragraph identifying the subjects on which &ealthinsurance companies.”

opinion is to be expressed and describing the scope of the 2. Fora consulting actuanthe opening paragraph should
appointedactuarys work, including a tabulation delineatitite  containa sentence such as: “I, [name], a member oftherican
reservesand related actuarial itenaghich have been analyzed foracademyof Actuaries, am associated with the firm of [name of
assetadequacy and the methofl analysis, and identifying the consultingfirm]. | have been appointed byr by the authoritpf,
reservesand related actuarial iteresvered by the opinion which the Board of Directors of [name of company]render this opin
havenot been so analyzed; N . ion as stated in the letter to the commissiateed [insert date].

(c) A reliance paragraph describing those areas, jfihgre | meet the Academyualification standards for rendering the
the appointed actuary has deferred to other experts in developoygnion andam familiar with the valuation requirements applica
data,procedures or assumptions, includardicipated cash flows ble to life and health insurance companies.”

from currently owned assets and variatiocash flows according (b) Thescope paragraph should include a statement such as the
to economic scenariosupported by a statement of each sucfy|iowing: “I have examined the actuarial assumptions astc
expertin the form prescribed by sub. (5); and arial methodsused in determining reserves and related actuarial
(d) An opinion paragraph expressing the appointed actiarjemslisted belowas showtin the annual statement of the com
opinion with respect to the adequacy of the supporting assetssiihy, as prepared for filing witlstate regulatory @tials, as of

maturethe liabilities. December31, 19[ ]. Bbulated below are those reserves and
(e) One or more additional paragraphs will be needed in indelatedactuarial items which have been subjected to asset ade
vidual company cases as follows: guacyanalysis.
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351 COMMISSIONER OF INSURANCE Ins 50.78
Asset Adequacy €sted Amounts Reserves and Liabilities
Formula Additional
Reserves Actuarial Analysis Other Amount | Total Amount
Statement Item 1) Reserves (2) Method 3 @)(2)(3)(4)
Exhibit 8
A. Life Insurance
B. Annuities
Supplementary Contractg
Involving Life Contint
C. gencies
D. Accidental Death Benefif
E. Disability—Active
F. Disability—Disabled
G. Miscellaneous
Total (Exhibit 8 Item 1,
Page 3)
Exhibit 9
A. Active Life Reserve
B. Claim Reserve
Total (Exhibit 9 Item 2,
Page 3)
Exhibit 10
Premiums and Other
1 Deposit Funds
Policyholder Premium
11 (Page 3, Line 10.1)
Guaranteed Interest Cor]
1.2 tracts (Page 3, Line 10.2
Other Contract Deposit
1.3 Funds (Page 3, Line 10.38)
Supplementary Contractp
Not Involving Life Con
tingencies (Page 3, Line
2 3)
Dividend and Coupon
Accumulations (Page 3,
3 Line 5)
Total Exhibit 10
Exhibit 11 Part 1
1 Life (Page 3, Line 4.1)
2 Health (Page 3, Line 4.2
Total Exhibit 11, Part 1
Separate Accounts
[ (Page 3, Line 27)
TOTAL RESERVES

IMR (Page Line )
AVR (Page Line )
(bg) The tabulation in the scope paragraph required under par 1. “I have relied on [name], [title] for [insert description of a

(b) shall conform to the following: portionrelied upon such amticipated cash flows from currently

1. The additional actuarial reserves are the reserves estnedassets, including variations in cash flows according te eco
lishedunder s. Ins 50.75 (5) (b) or (c). nomic scenarios] and, as certified in the attached statement,”

2. The appointed actuary should indicatertrethod of analy 2. “I have relied on personnel as cited in the supporting-mem
sis, determined in accordance with the standards for asket orandumfor certain critical aspects of the analysis in reference to
quacyanalysis referred to in B1s 50.75 (4), by means of symbolsthe accompanying statement.”
which should be defined in footnotes to the table. (cg) A statement of reliance on other experts shafidsempa

3. The A/R shall be the allocated amount. nied by a statement by each of such experteérform prescribed

(c) If the appointed actuary haslied on other experts to by sub. (5).
developcertain portions ofhe analysis, the reliance paragraph (d) If the appointed actuary has examitieel underlying asset
shouldinclude a statement such as the following: andliability records, the reliance paragraph should also include
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thefollowing: “My examination included such review of thetu 3. “The impact of unanticipated events subsequent to the date

arial assumptions and actuarigethods and of the underlyingof this opinionis beyond the scope of this opinion. The analysis

basicasset and liability records and such tests of the acteakial of asset adequacy portion of this opinion should be viewed-+ecog

culationsas | considered necessary nizing that the compang’future experience may not follow all the
(e) If the appointed actuary has not examined the underlyidgsumptionsised in the analysis.

records put has relied upon listings and summaries of policies f#ignature of Appointed Actuary

force or asset records prepared by the company or a third party’éidress of Appointed Actuary

both, the reliance paragraph should include a sentence such dglephone Number of Appointed Actuary

1. “I have relied upon listings and summaries [of policies and (3) ASSUMPTIONS FOR NEW ISSUEs. The adoption for new
Contractspf asset records] prepared by [name #ihel of comy issuesor new claims or other new liabilities of attuarial
pany officer certifying in—force records] as certified in theassumptiorwhich differs from a corresponding assumption used
attachedstatement. Irother respects my examination includedor prior new issues or new claims or other new liabilities is not
suchreview of the actuarial assumptions and actuamiethods @ change in actuarial assumptions within the meaning obéts
andsuchtests of the actuarial calculations as | considered necé8@n.
sary.” or (4) ApverseorinioNs. If the appointed actuary is unable to

2. “l have relied upon [name of accounting firm] for the-supform an opinion, then he or she shall refuse to issue a statement
stantialaccuracy of the in—force records inventory and inferm#f actuarial opinion. If the appointed actuargpinion is adverse
tion concerning other liabilities, as certified in the attached-staf@r qualified, then her she shall issue an adverse or qualified-actu
ment. In other respects my examination included reviewhef arial opinion explicitly stating the reason for such opinion. This
actuarialassumptions and actuarial methods and téste actu  Statementshould follow the scope paragraph and precede the
arial calculations as | considered necesSary opinion paragraph.

(eg) A section described in pae) shall be accompanied by (5) RELIANCE ON DATA FURNISHED BY OTHER PERSONS. If the

astatement by each person relied upon of the form prescribed@pointedactuary does not express an opinion as to the accuracy
sub.(5). and completeness of the listings and summaries of policies in

(f) The opinion paragraph should include all of the followin orceor asset oriented information or both, there shall be attached

B L . 0 the opinion the statement of a compaffjcer or accounting
1. “In my opinion thereserves and related actuarial valuefm who prepared such underlying data simitathe following:
concerningthe statement items |dent|f|ed above: 1. “l [name of oficer], [title], of [name of company or account
_a. Are computed in accordance with presently accepted aciyy firm], hereby dfrm that the listings and summariegpolicies
arial standards consistently applied and are fairly stated, dAdcontracts in force as of December 31, 1%nii other liabili
accordancavith sound actuarial principles; ties prepared for and submitted to [name of appointed actuary]
b. Are basedon actuarial assumptions which producevereprepared undemy direction and, to the best of my knew!
reservesat least as great as those called for in any comragt ~ edgeand belief, are substantially accurate and complete.
sionas to reserve basis and method, amedn accordance with all - Signature of the @iter of the Company or Accounting Firm
othercontract provisions; Address of the Gicer of the Company or Accounting Firm

c. Meet the requirements of the insurance law and rules of the Telephone Number of the ffer of the Company or
stateof [state of domicile] and are at least as great asithienum Accounting Firm”; or

aggregateamounts requiretly the state in which this statement 2 | [name of oficer], [title] of [name of companyaccounting
is filed. firm, or security analyst], herebyfif thatthe listings, summa

d. Are computed on thieasis of assumptions consistent witiies and analyses relating to data prepared for and subrtitted
thoseused in computing the corresponding items in the anndBgme of appointed actuary] in support of the asset-oriented

statemenbf the preceding year-end (with any exceptions noté$pectf the opinion were prepared under my direction and, to
below); P 9y ( y P the best of my knowledge and belief, are substantiatigurate

e. Include provision for all actuarial reserves and relate%qdcomplete' "
: Signature of the Giter of the Company

statementtems which ought to be established. A nting Firm or the Security Analyst
Thereserves and related items, when considered in light of the Acdcgu gf h O?b ef ECUC Yy Analys
assetsheld by the company with respect to such reserves and ress of the Gicer of the Company

relatedactuarial items including, but not limited to, the investment Accounting Firm or the Security Analyst
earningson such assets, and the considerations anticipatesl to Telephone Number of the fifer of the Company
receivedand retained under such policies and contracts, make Accounting Firm or the Security Analyst”

adequateprovision, according to presently accepted actuarialnistory: Cr. RegisterDecember1995, No. 480, &f1-1-96.
standardof practice, for the anticipated cash flows required by
the contractual obligations and related expenses of the company,s 50.79 Description of the actuarial memorandum

The actuarial methodsconsiderations and analyses used ifcjuding an asset adequacy analysis. (1) GENERAL. (@)

forming my opinion conform to the appropriate Standarddraé |, accordancavith subch. IV and ch. 623, Stats., the appointed

tice as promulgated by the actuarial standards board, which st rvshall brepare a memorandum to th mpsescribin
dardsform the basis of this statement of opinion.” #tuaryshall prepare a memorandum to the co bing

> ) the analysis donén support of his or her opinion regarding the
2. The appropriate one of the following 2 paragraphs:  reservesinder a s. Ins 50.7@pinion. The memorandum shall be
a. This opinion is updated annually as required by statote. flhadeavailable forexamination by the commissioner upon his or
the best of my knowledge, theteave been no material change$er request but shall be returned to the company after such
from the applicable date of ttemnual statement to the date of thexaminationand shall not be subject to automatic filing with the
renderingof this opinion whictshould be considered in reviewingcommissioner.

this opinion.” or (b) In preparing the memorandum, the appointed actuary may
b. “The following material change(s) whicbccurred rely on, and include as a part of his or her own memorandum,
betweerthe date of the statement for which thgnion is applica memorandarepared andigned by other actuaries who are guali
ble and the date of this opinion shoulddmnsidered in reviewing fied within the meaning of s. Ins 50.75 (2), with respect to the areas
this opinion: (Describe the change or changes.)* coveredin such memoranda, and so state in their memoranda.
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353 COMMISSIONER OF INSURANCE Ins 50.80

(c) If the commissioner requests a memoranaumeh no such 50.78,reserves and assets may be aggregated by either of-the fol
memorandunexists or if the commissioner finds that #realysis lowing methods:

describedn the memorandum fails to meet the standards of the (3) Aggregate the reserves and related actuarial items, and the
actuarialstandards board or the standardsraodirements of this supportingassetsfor different products or lines of business,
subchapterthe commissioner may designate a qualified actuaggforeanalyzing the adequacy of the combined assets to mature
to review the opinion and prepare such supporting memorandig combinediabilities. The appointed actuary must be satisfied
asis required for reviewThe reasonable and necessary expengytthe assets held Bupport of the reserves and related actuarial
of the independent review shak paid by the company but shallitemsso aggregated are managed in such a manner that the cash
bedirected and controlled by the commissioner flows from the aggregated assets available to help mature the

(d) The reviewing actuary shall hatlee same status as anliabilities from the blocks of business that hae=naggregated.

examinerfor purposes of obtalnlng data frqm Fhe company and the (b) Aggregate the results of asset adequacy analysis of one or
work papers andocumentation of the reviewing actuary shall bgyore products or lines of business, the reserves for which prove
retainedoy the commissioner; provided, howewviat any infor  throughanalysis tde redundant, with the results of one or more
mation provided by the company to the reviewing actuary artgroductsor lines of business, the reserves for which prove through
includedin the work papers shall be consideesdmaterial pro gnalysisto be deficient. The appointed actuary must be satisfied
vided by the company to the commissioner and shall be kept cefatthe asset adequacy results for the various products or lines of
fidential to the same extent as is prescribed by law with respechifinesdor which the results are so aggregated:

othermaterial provided by theompany to the commissioner pur . . . .
suantto the statute governing this subchapter and as permitted byl' Are deyeloped using cpn3|stent ecopomm scgnanos_, O_r
s.601.465, Stats. The reviewing actuary shall not be an emplo¥lee2- Are subject to mutually independent risks, that is the ikeli
of a consulting firminvolved with the preparation of any priornoodof events impacting the adequacy of the assets supporting
memorandumor opinion for the insurer pursuant to this subtheredundant reserves is completely unrelatetiedikelihood of

chapterfor any one of the current year tire preceding three €ventsimpacting the adequacy of the assets supporting the defi
years. cientreserves.

(2) DETAILS OF THE MEMORANDUM SECTION DOCUMENTING () In the event of any aggregation, the actuary stistiose
ASSETADEQUACY ANALYSIS. When an actuarial opinion under sin his or her opinion that such reserves were aggregated on the
Ins 50.78 is provided, theemorandum shall demonstrate that theasisof method par(a) or (b) 1. or 2., whichever is applicalziad
analysishas been done in accordamvith the standards for assetdescribethe aggregation in the supporting memorandum.
adequacyreferred to in s. Ins 50.75 (4) and any additional-stan (2) SELECTION OF ASSETSFORANALYSIS. The appointed actu
dardsunder this subchaptdt shall specify all of the following: ary shall analyze only those assets heldupport of the reserves

(a) For reserves: which are the subject for specific analyseferred to in this sub

1. Product descriptions including market descriptianger ~ chapteras “specified reserves.” A particular asset or porticanof
writing and other aspects a risk profile and the specific risks theBSSesupporting a group of specified reserves cannot support any
appointedactuary deems significant; other group of specified reservég asset may be allocated over

' severalgroups of specified reserves. The annual statement value

2. Source of liability in force; of the assets held in suppoitthe reserves shall not exceed the

3. Reserve method and basis; annualstatement value of the specified reserves, exceptoas
4. Investment reserves; and videdin sub. (3). If the method of asset allocation is not consistent
5. Reinsurance arrangements. from year to year the extent of its inconsistency should be
(b) For assets: describedn the supporting memorandum.
1. Portfolio descriptions, including a risk profile disclosing (3) USE OF ASSETS SUPPORTINGTHE INTEREST MAINTENANCE

the quality, distribution and types of assets; RESERVEAND THE ASSETVALUATION RESERVE. (@) An appropriate

allocation of assets in the amount of the interest maintenance
reserve(IMR), whether positive or negativshall be used in any
assetadequacy analysis. Analysis of risks regarding asset default

2. Investment and disinvestment assumptions;
3. Source of asset data; and

4. Asset valuation bases. may include appropriate allocation of assets supportingsiset
(c) Analysis basis: valuationreserve (XR). These AR assets may not kapplied
1. Methodology; for any other risksvith respect to reserve adequagpalysis of
2. Rationale for inclusion/exclusion of fifent blocks of theseand otherisks may include assets supporting other manda
businessand how pertinent risks were analyzed; tory or voluntary reserves available to the extent not used for risk
3. Rationale for degree of rigor in analyzingfelientblocks ~analysisand reserve support. .
of business; (b) The amount of the assets used for thi®RAhall be dis

closedin the table of reserves and liabilities of the opinion and in

4. Criteria for determining asset adequacy; and the memorandum. The method used for selecting particular assets

vantsfaclzztfgergt offederal income taxes, reinsurance and other relgr allocated portions of assets shall be disclosed imgraoran

dum.
(d) Summar.y of results. (4) REQUIRED INTEREST SCENARIOS. For the purpose gier
(e) Conclusions. forming the asset adequacy analysis required by this subchapter

(3) CoNFORMITY TO STANDARDS OF PRACTICE. The memoran the qualified actuary is expected to follow standards adopted by
dum shall include the followingtatement: “Actuarial methods, the actuarial standards board; nevertheless, the appointed actuary
considerationgnd analyses usedtine preparation of this memo mustconsider in the analysis thefesft of at least the following
randumconform to the appropriate standards of practice as piaterestrate scenarios:
mulgatedby the actuarial standards board, which standards form q) | evel with no deviation:
the basis for this memorandum.” '

History: Cr. RegisterDecember1995, No. 480, &f1-1-96. (b) Uniformly increasing ovelO years at a half percent per
yearand then level;
Ins 50.80 Additional considerations for analysis. (c) Uniformly increasing at one perceuer year over 5 years

(1) AcGReGATION. For the asset adequacy analysis for the-statendthen uniformly decreasing at one percent per year to the origi
ment of actuarialopinion provided in accordance with s. Insallevel at the end of 10 years and then level;
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(d) An immediate increase of 3% and then level; possibleto determine the procedures followed, the analyses per

(e) Uniformly decreasing over 10 years at a half percent p@rmed, the bases for assumptions and the results obtained.
yearand then |eve|; History: Cr. RegisterDecember1995, No. 480, &f1-1-96.

() Uniformly decreasing at one percent per year oWd@s g hchapterVl — Risk Retention and Purchasing
andthen uniformly increasing at one percent per year tottige Groups

nal level at the end of 10 years and then level; and

(9) Animmediate decrease of 3% and then level. Ins 50.85 Risk retention groups and risk purchasing

(49) Forscenarioglescribed under sub. (4) and other seenagroups. (1) The commissioner is constituted attorney to receive
ios which may be used, projected interest rates for a 5 year T serviceof summons, notices, orders, pleadings and all other legal
sury Note need ndbe reduced beyond the point where the 5 yegfocesgelating to any court or administrative agency in this state
Treasurynote yield would be at 50% of its initial level. The beginfor all risk retention groups and risk purchasing groups asyo
ning interest rates may be basedinterest rates for new invest proceedingarising out of the business of insurance in e,
ments aof the valuation date similar to recent investments allgnsuranceactivities in thisstate, or out-of-state activities related
catedto support the product being tested or be based on an outsigigolicies on risks within this state.
index, suchas TFeasury yields, of assets of the appropriate length () A risk retention group or risk purchasing group may
ona date close to the valuation date. Whatever method id@isegondyctan insurance business or engage in any insurance activity
determinethe beginning yield curve arbsociated interest rates, this state until it registers with the commissioner and designates
shouldbe specifically defined. The beginning yield curve anghe commissioner as its agent for the purposes described under
associatednterest rates should be consistentéftinterest rate gyp (1). If a risk retention group or risk purchasing group fails to
scenarios. i _ designatehe commissioner as required by this section, the com

(5) DocumenTaTiON. The appointed actuary shall ret@in  missioneris deemed appointed as provided by sub. (1).
file, for at least 7 yearsyficient documentation so that it will be  History: Cr. RegisterDecember1995, No. 480, &f1-1-96.
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